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“Translation” of Foreign Currencies
By Edwin F. Chinlund
A few years ago consolidated reports, embodying the operations
of foreign subsidiaries, used to be published with little or no men
tion of how the problems of foreign exchange had been handled.
But those problems have grown in importance, and both public
demand and legal requirements now make it necessary to specify
the basis on which the dollar figures have been determined. The
need for such explanation is comparatively new, and accountants
have not yet had time to study the words available, so as to unite
on a uniform terminology.
In the explanations accompanying financial reports that involve
transactions in foreign countries or include foreign subsidiaries in
a consolidated statement, a wide variety of terms is now in use.
In the annual reports of only a few leading companies the follow
ing terms were found:
Converted in terms of dollars at (specified rates of exchange)
Converted at................................ (
“
“ “
“
)
Stated at...................................... (
“
“ “
“
)
Stated on the basis of................. (
“
“ “
"
)
Valued at...................................... (
“
“ “
“
)
Based upon.................................. (
“
“ “
“
)
Computed at................................ (
“
“ “
“
)
Carried in this report at.............(
“
“ “
“
)
Reduced to U. S. currency at... (
“
“ “
“
)

Of these terms, the most frequent was “converted at”; in fact
it was used in about half the reports examined. It has also been
used by the securities and exchange commission in defining the in
formation to be furnished in an application for an issue of securi
ties. And yet this term is subject to misunderstanding because
the use of the same word in a very different sense is already well
established.
Everyone is familiar with the expression “converting other as
sets into cash.” It does not mean “expressing them in terms of
equivalent cash values.” It means disposing of the other assets
and acquiring cash, an actual change in the nature of the assets,
and not a mere manner of expressing values. Consequently if
one says: “The current assets of foreign subsidiaries have been
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converted into dollars at current rates of exchange,” an ambiguity
arises. What is the difference between converting them into
dollars and converting them into cash? The word “converted”
implies a change in the facts, and not merely a new presentation
of the same facts. I think this is true of all the well established
uses of the word “converted.” Even when applied to a pagan,
the word strongly indicates that he has ceased to be a pagan, and
has become something else.
There is an implied admission of this ambiguity in numerous
annual reports that go to the pains of substituting the words “in
terms of, ” for the word “into,” so as to say “converted in terms
of U. S. dollars at” specified rates of exchange. Although this
improves the clarity, it introduces a certain awkwardness due to
the use of so many words.
The use of a word that may sometimes be ambiguous, that may
sometimes to some people convey a wrong impression, is, of
course, a blemish in any accounting report; particularly so, if
there exists any alternative expression whereby the thought can
be expressed exactly. I have used “converted, ” but, having had
my attention drawn to the possible ambiguity, I recognize that
some better substitute should be found. Now is the time to find
it, and to urge its adoption, for the terminology is still in a state of
flux. Usage has not yet crystallized. There is still the chance,
by raising the question among accountants, to avoid having it
crystallize on a term subject to such ambiguity.
As mentioned above, “converted” was the term most fre
quently used in the reports I have examined. The second in
popularity was the term “stated at,” or “stated on the basis of.”
For example: “The current assets of foreign subsidiaries have been
stated on the basis of current rates of exchange.” In this asser
tion there is no ambiguity. There is no implication that any
change has occurred in the nature of the assets themselves. The
word fits exactly. But there are other examples where it fails to
fit.
If the rate of exchange at the date of the acquisition of a foreign
subsidiary were used for the plant account as of that date, and if
subsequent construction each year had been added at the average
rate for the year, one can not use the word “stated” in explana
tions attached to the balance-sheet, because only the balance is
stated. One can not say that that portion of the plant account,
which was accumulated prior to the date of acquisition, has been
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“stated at” the exchange rates of that date, for it has not been
“stated” at all. The same objection would hold against the
term “expressed in dollars at,” or any other similar expression.
The expression “valued at” carries an implication of appraisal,
which makes its use undesirable. “Based upon” has the draw
back that it is not sufficiently concise and flexible. It fits certain
sentence forms, but not others. One can discuss the “conversion
of foreign currencies” or their “translation,” but just how would
one twist the sentence to express the same thought with “based
upon”? “Computed at,” “carried in this report at,” and “re
duced to U. S. currency at” are all subject to the same objection.
They may fit one form of sentence, but not another. We need a
verb and its cognate noun, which will easily and naturally fit any
form of sentence and any turn of thought on this subject.
It seems to me that in “translated” and “translation ” we have
available exactly the words we need. They carry no implication
of changing the facts, but only presenting them in a different lan
guage. Because Americans do not think in terms of pesos,
pounds, and francs, we need to have them translated into the lan
guage of dollars. When we receive a foreign balance-sheet, we
“translate” the foreign words into the kind we use, and the
operation which we perform on the foreign currency figures is
analogous. We “translate” them into the currency in which we
are accustomed to think.
“Translate” has the advantage of being an old word that every
body understands. Nor is its application to foreign exchange a
new one. Despite its rarity in recent corporation reports, it has
long been used for the purpose by many people, and when used
has always been correctly understood. When applied to foreign
exchange, “translate” fits, and all implicationsand connotations
that have grown up around it, fit also. It is true that its Latin
derivation makes it still possible to use it in the sense of “trans
port,” but that use is so rare now, so archaic, that it will not con
fuse anyone. The first, and usually the only, meaning that the
word suggests is exactly the meaning we want.
With this pair of words available, adapted for use in any and
every grammatical construction, carrying no inappropriate or
ambiguous implications, but offering a terse expression of the
exact meaning, it would seem that merely bringing them to the
attention of the accounting profession should be sufficient to
ensure their adoption. Of course the quest for perfect terminol
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ogy is not ended, if anyone can suggest words still more suitable
for the purpose. But unless such suggestion is forthcoming, it
is my hope in writing this article to promote the general adoption
by accountants of the word “translate” in reference to the “trans
lation ” of foreign currencies.
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